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1 PROCEEDINGS 

2 

3 MS. BEAN: Good morning, Calendar Number 36, Mr. Nixon. 

4 MR. NIXON: Thank you. 

5 JUDGE LORIN: Good morning, counsel. 

6 MR. NIXON: Good morning. 

7 JUDGE LORIN: Could you introduce your colleague, please? 

8 MR. NIXON: Yes, this is my co-inventor here, Tom Katana. 

9 MR. KATANA: Good morning. 

10 JUDGE LORIN: Good morning, nice to see you. 

1 1 MR. NIXON: And hopefully, you may have some questions. If not 

12 questions, maybe we'll have some answers anyway. 

13 JUDGE LORIN: All right, we'll see. 

14 MR. NIXON: Towards the end of the session. I also have some 

15 boards to use and I have handouts of those as well, if I may. 

16 JUDGE LORIN: You may. Thank you. 

17 MR. NIXON: You bet. And I don't see a - 

18 JUDGE LORIN: There's an easel in there. 

19 MR. NIXON: Is there an easel? Well, I'll just hold them up as we, as 

20 we go through them here. 

21 JUDGE LORIN: Okay, counsel, we are familiar with the record and 

22 once you're ready, you'll have 20 minutes. And you may proceed. 

23 MR. NIXON: All right, you've already met Tom Katana, he's a co- 

24 inventor on this. And the basic idea, of course, here is an improvement on 

25 something that's already been known before. The idea is to round up the 

26 sales price to the nearest dollar or maybe even higher than that if you want 
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1 so that every time somebody purchases something, you can, in fact, put 

2 away some savings. Maybe it's a few pennies, but it's some kind of a 

3 savings that's going to go to your benefit. Now, we don't claim that to be a 

4 new idea, of course. The Burke Patent teaches that. Though what we have 

5 is a differently structured implementation of that idea that provides a 

6 tremendous improvement in that it permits substantially immediate 

7 investment of the funds, even a penny or two, so as to gain interest on that 

8 amount almost immediately. 

9 The, the applicant's improvement has been described, we think, 

10 throughout the record. However, on page 10 of the Examiner's Answer, the 

1 1 Examiner says we failed to expressly point out any novel features of our 

12 claimed invention. And that's why I have the first slide here is to try to point 

13 out particularly here so that nobody can miss it, that we think these are 

14 important, novel, and patentable, non-obvious ~ in fact, they're contrary to 

15 the teachings of the cited references. 

16 One is we have a single collective customer account, that is a single- 

17 investment vehicle so that all of those pennies goes into one account, and it's 

18 that one account that gets invested in a mutual fund, a single mutual fund. 

19 There is no choice about this, it's a closed system. And because it's a closed 

20 system and there's no choice, all of those pennies go into this one single fund 

21 so that that one single fund can open up one single account in the investment 

22 vehicle thereby avoiding any thresholding problem. Because if you go to try 

23 to invest pennies in a mutual fund up on Wall Street somewhere, you can't 

24 do that, you have to have a certain amount of money, $50, $100, $1,000, 

25 whatever it is. And it's impractical for an individual who's only investing 

26 pennies at a time to get to that threshold or it takes a long time. However, if 
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1 you have millions of people all over the country contributing pennies every 

2 day, then every investment house in Wall Street would love to have this 

3 account, this single account. And on the very first day, you're going to have 

4 much more than the threshold. 



5 JUDGE MOHANTY: Mr. Nixon, I'd like to make a distinction. 

6 You've argued about the "single" collective account — 

7 MR. NIXON: Right. 

8 JUDGE MOHANTY: In your claims, though, you refer to a merging 

9 account. 

10 MR. NIXON: Right. 

1 1 JUDGE MOHANTY: Can you find any place in this specification 

12 that specifically uses the term merging account? 

13 MR. NIXON: I don't believe there's that exact word as used in the, in 

14 the specification. It's probably called a collective account. 

15 JUDGE MOHANTY: Okay. 

16 MR. NIXON: But the - 

17 JUDGE MOHANTY: How are we supposed to define what this 

18 "merging" account is if it's not defined in the specifications? 

19 MR. NIXON: I believe it is. I think there's only one possibility in the 



20 specification and that would be the collective account. That wasn't an issue 

21 down below, so I didn't come too prepared for that, but if you look at the 

22 Figure 1, for example, there's a single investment entity, 8, and all the 

23 money goes into that one single investment entity. I believe that somewhere 

24 in here, there's - it's something called a collective account — 

25 JUDGE MOHANTY: Okay, I just wanted to know that if, if there 

26 was any place you could point to the - 
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1 MR. NIXON: In fact, asking an inventor to think about that and if 

2 there is a - 

3 JUDGE MOHANTY: Well, we only have 20 minutes, I don't want 

4 you to get too, too hung up on that. 

5 MR. NIXON: All right. 

6 JUDGE MOHANTY: Also, another thing that you described in the 

7 very nice billboard you have there, you talked about meeting a threshold 

8 wasn't required -- 

9 MR. NIXON: Right. 

10 JUDGE MOHANTY: -- and that certainly is an advantage, but that's 

1 1 not really the limitation in the claim. 

12 MR. NIXON: It is, it is not specifically referenced in the claim, but 



13 the claims do have a structure that permits that to happen. It is the use of 

14 this -- this is Claim 1 here which is the next slide. I have highlighted the 

15 parts of each claim that I think are novel and non-obvious, a single pre- 

16 determined mutual fund. And then we transfer the amounts credited to the 

17 personal accounts for the plurality of enrolled customers into a merging 

18 account for investment into said pre-determined single mutual fund. Said 

19 merging account containing combined differences between said rounded 

20 price amounts and said real retail prices for said plurality of enrolled 

21 customers, whereby said merging account in said single mutual fund are 

22 shared by said plurality of enrolled customers. 

23 Now, that is the structure, that is the mechanism, that makes it 

24 possible not to have, to have — not to have a problem with the threshold. 

25 We don't - I don't think the word threshold maybe is even used in the 

26 specification. It may be, I can't, I can't remember for sure, but it's not used 
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1 in the claims. And - but the structure that permits one to get over the 

2 thresholding problem is mentioned in all of the claims. That's independent 

3 Claim 1. 

4 Then we have independent Claim 14 which has a similar -- in the last 

5 clause, we have a similar requirement there for investment in a single 

6 account, investment vehicle, for example, a mutual fund. There are a couple 

7 of plurality problems that I've noticed here with Claims 14 and 22 which 

8 we'll have to cure when it goes -- hopefully, that you reverse, but it goes 

9 back and we'll have to cure those. For example, in Claim 14, there is 

10 mention of said single mutual fund at the last couple of lines, but there is no 

1 1 mention of any mutual fund prior to that. So, that recitation has to go in 

12 there about that. 



13 And then to Claim 22, the whereby clause should go at the end of the 

14 claim rather than before Clause D in order to have antecedent basis for the 

15 said single mutual fund. 

16 JUDGE MOHANTY: Let me -- going back to Claim 1, if I may, and 

17 that, that paragraph that you had highlighted at the bottom. 

18 MR. NIXON: Right. 

19 JUDGE MOHANTY: It said into a merging account for investment 

20 into said pre-determined mutual fund. 

21 MR. NIXON: Right. 

22 JUDGE MOHANTY: Do you think that that's a positive recitation or 

23 is that just intended use? 

24 MR. NIXON: I think that's a positive recitation. It's a method step 

25 that requires, requires physical process. You have to transfer amounts 

26 credited, etc., into a merging account into a pre-determined single mutual 
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1 fund. And if it's not sufficiently positive, I would obviously be happy to 

2 make it more positive. 

3 JUDGE MOHANTY: Okay. 

4 MR. NIXON: Because that, that really is the heart of our distinction. 

5 That is, that is the heart and soul of the ability that we have to avoid the 

6 thresholding problem that all of these other, other pieces of prior art have. 

7 The Examiner's Answer, for example, in my view, from, from the applicant's 

8 view point, seems to admit what, what our argument is. On pages 3 and 4, 

9 which I have excerpted in the handouts -- let me see if I can find that here -- 

10 the Examiner emphasizes that as per these claims we're talking about, Burke 

1 1 discloses an open point-of-sale network having — etc. And then throughout, 

12 he emphasizes the fact that every individual saver, every individual 

13 customer, has independent customer-specific control throughout the entire 

14 process. And that leads to the problem that you see in this chart which is in 

15 your handouts. This is a pictorial representation of what happens in Burke. 

16 Everything is geared to the customer having complete choice over 

17 everything, the customer-specific choice of a particular investment vehicle. 

18 So, every customer has a choice of perhaps thousands of investment 

19 vehicles. It goes through a central clearing computer as a separate account, a 

20 few pennies, as a separate account. And it's only when that exceeds the 

21 threshold for whatever investment vehicle has been chosen by that particular 

22 customer that the money actually goes into an investment. So, there's a 

23 thresholding problem there. And I've excerpted from column 4 in the Burke 

24 patent, column 4 at lines 7 through 10 or so, and express recognition of that. 

25 The funds are then forwarded when they reach pre-selected thresholds, 
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1 transfer to Level 4 of the provider accounts as selected by the Level 1 

2 provider. 

3 So, the difference then is summarized here in this chart. And the 

4 difference is that we go into a single investment vehicle so that there's only 

5 one account that's being invested. There's some bookkeeping done prior to 

6 that, and that's what in Claim 1 is referred to when it talks about credit — in 

7 Step B crediting the difference, etc., to a personal account associated with 

8 the enrolled customer. So, there's an accounting record made at a higher 

9 upstream-end so we know what, what percentage share, if you will, each 

10 individual has of the collective account. But it's only the collective account 

1 1 that gets invested, and it gets invested in a single fund, no choice. This is a 

12 closed system, not an open system. And, and we think we have claimed an 

13 invention that is actually contrary to the teachings of the cited prior art. 

14 Calena (phonetic sp.) is, I understand, basically just cited because it's in an 

15 Internet context. We're not claiming to be the first ones to put this in an 

16 Internet context. We're not claiming that this is an invention because it 

17 involved the Internet. But what we're claiming is that we have a differently 

18 structured system so that all of the pennies from everybody, not just from 

19 that one ~ well, Burke makes a point about all the pennies from one 

20 customer not matter whether you're going to Sears or, or Kresge's or some 

21 other department store. If you set up the accounts correctly, all of the 

22 pennies that you want to save from all of these different sources come 

23 together for that one customer, but each individual customer is kept separate 

24 all the way through to the investment vehicle. Well, that's, that's touted as 

25 an advantage in Burke, and from somebody's perspective maybe it is an 

26 advantage, it certainly gives more choice to the, to the customer. But it's a 
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1 disadvantage if you're trying to get low-income people to make pennies 

2 invest and give them an incentive because those pennies are going to begin 

3 to earn interest right now. The, the ~ 

4 JUDGE MOHANTY: If I give the broadest reasonable interpretation 

5 to a merging account for investment to the mutual fund, why isn't the big 

6 clearinghouse central computer in Burke, why isn't that just one big merging 

7 account composed of separate accounts? 

8 MR. NIXON: Because it keeps separate - the money is actually 

9 allocated in separate accounts, and it's later invested - it's not invested yet 

10 at, at the central clearinghouse. 

1 1 JUDGE MOHANTY: But, but what prohibits, what prohibits the 

12 central ~ all those accounts ~ the entire central clearinghouse ~ what 

13 prohibits the entire clearinghouse central computer from being one giant 

1 4 merging account composed of a hundred different smaller accounts? 

15 MR. NIXON: Well, I, I don't -- it's because it is a hundred different 



16 smaller accounts and they're never merged together. They are, they are 

17 handled by the same computer, if you want to call it, it may be the same 

18 physical building, it may be the same computer, but they're separate 

19 accounts. And the proof of that and the reason that can't possibly be 

20 reasonably read on to our claim is because they're, they're never invested 

21 collectively. They're invested separately. 



22 JUDGE MOHANTY: But I'm looking at - like I - suppose I had an 

23 account with Fidelity - 

24 MR. NIXON: Right. 

25 JUDGE MOHANTY: - and I had ten different accounts. 

26 MR. NIXON: Right. 
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1 JUDGE MOHANTY: It only might refer to this is his account, okay, 

2 and that one account number for that, and in there I have ten different funds. 

3 MR. NIXON: Right. 

4 JUDGE MOHANTY: You see what I'm saying? 

5 MR. NIXON: Yes. 

6 JUDGE MOHANTY: So, under the broadest reasonable 

7 interpretation, what prohibits the merging account from being that account 

8 of a hundred different participants? 

9 MR. NIXON: The, the best answer I have, I think, the most 

10 conclusive answer is that it is never invested in a single mutual fund. In 

1 1 other words, all of that -- Claim 1 requires everything to ultimately get 

12 invested in a single mutual fund. 

13 JUDGE MOHANTY: Okay, but some claims don't because you, you 

14 acknowledge Claim 14 -- 

15 MR. NIXON: Well, they all mention a single mutual fund, but some 



16 of them don't have proper antecedent basis. So, we need to add -- we need 

17 to put that back in. Claim, Claim 14, for example, does refer to a single 

18 mutual fund in the last two lines. The problem is that hasn't been previously 

19 recited, so we need to add a previous recitation before the whereby clause, 

20 such as, and deposit in a single merging account into a single mutual fund 

21 for investment, which is similar to what's already in Claim 1. And in Claim 

22 22, it's all there except that the whereby clause comes before the -- what 

23 should be the initial recitation in Clause D of the single mutual fund. So, the 

24 whereby clause in Claim 22 needs to be moved down to the end of the claim. 

25 Claim 30, 1 believe, is okay the way it is, and it refers to a single merging 

26 account and single mutual fund to be shared by the plurality of enrolled 
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1 customers. So, so that all of our independent claims in one way or another, 

2 and especially after the formality issues that are not on appeal, but perhaps 

3 should have been, are cured. I admit those need to be cured. 

4 We, we then -- we, we have everything from all these customers, all 

5 the pennies, going into a single mutual fund. That's absolutely contrary to 

6 the teaching of Burke and Calena, whether they're considered jointly or, or 

7 separately, and that, I think, is the epitome of non-obviousness and 

8 patentability. 

9 JUDGE MOHANTY: Just, just one more comment. What plans do 

10 you say you lack in antecedent basis at 14? 

1 1 MR. NIXON: Fourteen lacks antecedent basis, that needs to have 



12 some ~ and, and 22 simply the whereby clause is in the wrong spot. The 

13 whereby clause needs to be moved to the end after Clause D, it's now the last 

14 end of Clause C. It needs to be moved to the end of Clause D. And, and 

15 Claim 14 needs to have an initial recitation before the whereby clause which 

16 is doesn't presently have, but it should have. 



17 JUDGE LORIN: I want, I want a clarification here. When you say a 

18 single mutual fund, you mean to say a single mutual fund account? 

19 MR. NIXON: Yes. It's one - as far - that's why the mutual fund 

20 loves it. The mutual fund doesn't have to worry about anything except its 

21 one single account. One single account gets invested, and it's the 

22 combination of all of these pennies, so it's thousands and thousands of 

23 dollars all the time, every day. 

24 JUDGE LORIN: No, no, I understand, I understand the objective that 

25 you're trying to reach, but the claim states that there is a merging account - 

26 MR. NIXON: Right. 
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1 JUDGE LORIN: - and then there's a single mutual fund. 

2 MR. NIXON: Yes, in which the merging account is invested. 

3 JUDGE LORIN: Right, I'm, I'm - I want to make sure that I 

4 understand, understand your position. What you're saying is this Claim is 

5 drawn to a single account, for example - 

6 MR. NIXON: Correct. 

7 JUDGE LORIN: -- an account with a single account number. 

8 MR. NIXON: Yes, that is correct. 

9 JUDGE LORIN: That it has, that it has a single value, it's that value 

10 that's then -- 

11 MR. NIXON: Correct. 

12 JUDGE LORIN: -- invested in a single mutual fund. 

13 MR. NIXON: Yes, indeed. That, that is what we think the meaning 



1 4 of the claims is and it's what it should be. That, that's why we can, that's 

15 why we can get over the thresholding problem is because we're only opening 

16 up one account with a single mutual fund. It's a closed system, no choices, 

17 and we have that one single mutual fund. We're going to open up one 

18 account with that, and so the mutual fund is very happy. It's getting 

19 tremendous amounts of money in this one account, and there's no 

20 thresholding problem. And I don't know where we are on the clock, but if 

21 there's still - 



22 JUDGE LORIN: You have a couple of minutes. 

23 MR. NIXON: Okay, a couple of minutes. Tom, did you have 

24 anything to add? 

25 MR. KATANA: Yes, I would. Just to clear up that, especially Judge 

26 Mohanty, you had a concern about the central clearinghouse, why is that not 
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1 a merging account? It simply is because it's not. It's very purpose and 

2 design is to recognize individual choice. Under Burke, each one of the 

3 subscribers has an unlimited world of opportunities to decide where their 

4 change will go. And the very purpose of the central clearinghouse is to 

5 make certain that that money, that change, is segregated into individual 

6 accounts. Whereby, our merging account is nothing more than the pooling 

7 of all the change from all the subscribers into one single collective account. 

8 And then Judge Lorin, that single collective account is then invested or 

9 deposited into a single investment product, thereby overcoming both the 

10 minimum deposit requirement for opening an account as well as the 

1 1 minimum deposit requirements for adding additional funds to the account. 

12 So, I hope that clears up those two issues. 

13 I'd like to make just one brief comment. I see I have two minutes. 

14 JUDGE LORIN: Very briefly. 

15 MR. KATANA: Is that Burke in all of the other combined prior art 

16 speaks to the contrary of what we're presenting in the present application. 

17 With the prior art, a penny is just a penny until enough pennies from the 

18 plurality of all subscribers for each individual subscriber adds up to enough 

19 to be able to overcome minimum threshold amount requirements. These 

20 systems are really best described as piggy banks on steroids accumulating 

21 idlely change without earning interest, whereby our system allows a penny 

22 to begin earning interest almost immediately. Thank you, appreciate your 

23 consideration. 

24 JUDGE LORIN: Thank you very much. 

25 (Whereupon, the hearing concluded on January 15, 2009.) 
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